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consistent with the standards and poli-
cies of this part. If the Corporation de-
nies a request for approval, it shall pro-
vide to the recipient a written expla-
nation of the grounds for denying the
request.

(b) Except as provided in paragraphs
(c) and (d) of this section, the Corpora-
tion may not assert the absence of
prior approval as a basis for dis-
allowing a questioned cost, if the Cor-
poration has not responded to a writ-
ten request for approval within sixty
(60) days of receiving the request.

(c) If additional information is nec-
essary to enable the Corporation to re-
spond to a request for prior approval,
the Corporation may make a written
request for additional information
within forty-five (45) days of receiving
the request for approval.

(d) If the Corporation has made a
written request for additional informa-
tion about a cost as provided by para-
graph (c) of this section, and if the Cor-
poration has not responded within thir-
ty (30) days of receiving in writing all
additional, requested information, the
Corporation may not assert the ab-
sence of prior approval as a basis for
disallowing the cost.

§1630.7 Review of questioned costs
and appeal of disallowed costs.

(a) When the Office of Inspector Gen-
eral, the General Accounting Office, or
an independent auditor or other audit
organization authorized to conduct an
audit of a recipient has identified and
referred a questioned cost to the Cor-
poration, Corporation management
shall review the findings of the Office
of Inspector General, General Account-
ing Office, or independent auditor or
other authorized audit organization, as
well as the recipient’s written response
to the findings, in order to determine
accurately the amount of the ques-
tioned cost, the factual circumstances
giving rise to the cost, and the legal
basis for disallowing the cost. Corpora-
tion management may also identify
questioned costs in the course of its
oversight of recipients.

(b) If Corporation management deter-
mines that there is a basis for dis-
allowing a questioned cost, and if not
more than five years have elapsed since
the recipient incurred the cost, Cor-
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poration management shall provide to
the recipient written notice of its in-
tent to disallow the cost. The written
notice shall state the amount of the
cost and the factual and legal basis for
disallowing it.

(c) Within thirty (30) days of receiv-
ing written notice of the Corporation’s
intent to disallow the questioned cost,
the recipient may respond with written
evidence and argument to show that
the cost was allowable, or that the Cor-
poration, for equitable, practical, or
other reasons, should not recover all or
part of the amount, or that the recov-
ery should be made in installments. If
the recipient does not respond to the
Corporation’s written notice, Corpora-
tion management shall issue a manage-
ment decision on the basis of informa-
tion available to it.

(d) Within sixty (60) days of receiving
the recipient’s written response to the
notice of intent to disallow the ques-
tioned cost, Corporation management
shall issue a management decision
stating whether or not the cost has
been disallowed, the reasons for the de-
cision, and the method of appeal as
provided in this section.

(1) If Corporation management has
determined that the questioned cost
should be allowed, and that no correc-
tive action by the recipient is nec-
essary, final action with respect to the
questioned cost occurs at the time
when the Corporation issues the man-
agement decision.

(2) If Corporation management has
determined that the questioned cost
should be disallowed, the management
decision shall also describe the ex-
pected recipient action to repay the
cost, including the method and sched-
ule for collection of the amount of the
cost. The management decision may
also require the recipient to make fi-
nancial adjustments or take other cor-
rective action to prevent a recurrence
of the circumstances giving rise to the
disallowed cost.

(e) If the amount of a disallowed cost
exceeds $2,500, the recipient may appeal
in writing to the Corporation President
within thirty (30) days of receiving the
Corporation’s management decision to
disallow the cost. The written appeal
should state in detail the reasons why
the Corporation should not disallow
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part or all of the questioned cost. If the
amount of a disallowed cost does not
exceed $2,500, or if the recipient elects
not to appeal the disallowance of a cost
in excess of $2,5600, the Corporation’s
management decision shall be final.

(f) Within thirty (30) days of receipt
of the recipient’s appeal of a disallowed
cost in excess of $2,500, the President
shall either adopt, modify, or reverse
the Corporation’s management deci-
sion to disallow the cost. If the Presi-
dent has had prior involvement in the
consideration of the disallowed cost,
the President shall designate another
senior Corporation employee who has
not had prior involvement to review
the recipient’s appeal. The President
shall also have discretion, in cir-
cumstances where the President has
not had prior involvement in the dis-
allowed cost, to designate another sen-
ior Corporation employee to review the
recipient’s appeal, provided that the
senior Corporation employee has not
had prior involvement in the dis-
allowed cost.

(g) The decision of the President or
designee shall be final and shall be
based on the written record, consisting
of the Corporation’s notice of intent to
disallow the questioned cost, the re-
cipient’s response, the management de-
cision, the recipient’s written appeal,
any additional response or analysis
provided to the President or designee
by Corporation staff, and the relevant
findings, if any, of the Office of Inspec-
tor General, General Accounting Of-
fice, or other authorized auditor or
audit organization. Upon request, the
Corporation shall provide a copy of the
written record to the recipient.

§1630.8 Recovery of disallowed costs
and other corrective action.

(a) The Corporation shall recover any
disallowed costs from the recipient
within the time limits and conditions
set forth in the Corporation’s manage-
ment decision. Recovery of the dis-
allowed costs may be in the form of a
reduction in the amount of future
grant checks or in the form of direct
payment from the recipient to the Cor-
poration.

(b) The Corporation shall ensure that
a recipient which has incurred a dis-
allowed cost takes any additional, nec-
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essary corrective action within the
time limits and conditions set forth in
the Corporation’s management deci-
sion. The recipient shall have taken
final action when the recipient has re-
paid all disallowed costs and has taken
all corrective action which the Cor-
poration has stated in its management
decision is necessary to prevent the re-
currence of circumstances giving rise
to a questioned cost.

(c) In the event of an appeal of the
Corporation’s management decision,
the decision of the President or des-
ignee shall supersede the Corporation’s
management decision, and the recipi-
ent shall repay any disallowed costs
and take necessary corrective action
according to the terms and conditions
of the decision of the President or des-
ignee.

§1630.9 Other
other parts.

(a) In cases of serious financial mis-
management, fraud, or defalcation of
funds, the Corporation shall refer the
matter to the Office of Inspector Gen-
eral, and may take appropriate action
pursuant to parts 1606, 1623, 1625, and
1640 of this chapter.

(b) The recovery of a disallowed cost
according to the procedures of this part
does not constitute a permanent reduc-
tion in the annualized funding level of
the recipient, nor does it constitute a
termination of financial assistance
under part 1606, a suspension of funding
under part 1623, or a denial of refunding
under part 1625.

remedies; effect on

§1630.10 Applicability to subgrants.

When disallowed costs arise from ex-
penditures incurred under a subgrant
of Corporation funds, the recipient and
the subrecipient will be jointly and
severally responsible for the actions of
the subrecipient, as provided by 45 CFR
part 1627, and will be subject to all
remedies available under this part.
Both the recipient and the subrecipient
shall have access to the review and ap-
peal procedures of this part.

§1630.11 Applicability to
funds.

non-LSC

(a) No costs attributable to a purpose
prohibited by the LSC Act, as defined
by 45 CFR 1610.2(a), may be charged to
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